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HIGHLIGHTS OF 1961 


(WITH COMPARISON FOR PREVIOUS YEARS) 


1961 1960 1959 1958 1957 1956 1955 

Net income for 

thesyveats ss $14515529 $1,324,154 $1,187,348 $1,002,197 $1,095,079 $1,102,429 $416,628 
Earnings per com- 

mon share ______ 85¢ Ti¢ 68¢ S6u2¢ 62¢ 63¢7 20¢7 
Average deliveries 

in barrels of oil 

Det Cay yee 1218550 110,400 103,400 94,000 106,000 88,000 38,000 
Wells 

— added in the 

Vary eae O52 490 ADS 612 526 857 685 

——in total — = 3,889* 3,640 3,150 DOS beg As) 1,587 730 
Miles of pipeline 

— inthe year __ Si, 56 85 49 148 55 152 

=i totale 763 706 650 565 543 395 242 
Batteries connected 

— in the year __ 39 65 54 71 114 132 95 

=I) tOtal eee S7o 534 469 415 344 230 98 
Batteries 
automated 

— in the year __ 29 ay 47 Me 1 = — 

——=11) fOtdl eee ios 124 67 20 1 —_ ee 


$1955 and 1956 adjusted for subdivision of stock effective March 18, 1957 on a 4 for I basis. 


* Includes 829 water injection wells and 28 gas injection wells drilled or converted from oil wells as part of the producers' 
programme of pressure maintenance in the Pembina Field. Production allowables for the injection wells are transferred to 
other oil wells. 
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Report of the Directors to the Shareholders 


This report covers the seventh year of operations of Pembina Pipe Line Ltd. 


During the seventh year of operations the Pembina system transported an 
average of 121,550 barrels of crude oil per day. This throughput represents an 
increase of 10% over the 1960 daily average of 110,400 barrels per day and main- 
tained the trend of increasing throughputs existing since 1958. The increases can 
be attributed mainly to the increase in the average provincial proratable demand to 
429,000 barrels per day brought about by the success of the National Oil Policy. 
The trend of increasing throughputs in the Pembina system established in the past 
four years will however be interrupted by a reduction in 1962. Because of the 
introduction on January 1, 1962 of “operating” economic allowables into the 
provincial proration regulations, fields which have been on production for some 
time are to receive this lower operating economic allowable per well. While this 
change affects other oil fields in the Province of Alberta, it significantly affects 
Pembina because of the high proportion of total field production which is deter- 
mined by the economic well allowable. As a consequence, it is expected that the 
throughputs in the Pembina system in 1962 will be reduced to an average of 
113,000 barrels per day. 


Operations for the year ended November 30, 1961 resulted in gross revenue 
of $6,730,857 and net earnings of $1,451,529. This compares with gross revenue 
of $5,974,488 and net earnings of $1,324,154 for the previous year. During 1961, 
a subsidiary, Westalta Products Pipe Line Ltd. wrote off deferred expenses of 
$400,500; this has been reflected in the accounts of Pembina by writing off the cost 
of the shares of this subsidiary company by a charge of $400,500 to retained earn- 
ings. 


Under the terms of the deeds of trust and mortgage securing the first mortgage 
bonds and debentures it is necessary that net current assets, including the value of 
oil in the line, amount to $500,000 after payment of any dividend to common share- 
holders. As at November 30, 1961, the shortage of net current assets under this 
provision was $849,006. 


Because of high interest rates and the possible dilution of common shareholder 
participation through the issue of new securities with convertible rights, your Com- 
pany has considered it to be to the long-term advantage of the common shareholders 
to finance additions to the maximum extent out of earnings. In line with this policy 
$1,390,647 was provided from earnings to finance additions made during the year. 


Since the commencement of operations of your Company, it has been the 
practice to determine the amount of depreciation charged against operations by the 
“depletion” method. As a consequence it is necessary to review from time to time 
the remaining recoverable reserves used for calculating the depreciation charges and 
compare this with up-dated estimates of remaining recoverable oil reserves in the 
fields served. Our most recent report from J. C. Sproule and Associates, Geological 
Consultants, dated November 30, 1961 states that as of September 1, 1961 there 
are approximately 810,000,000 barrels remaining to be produced from proven - 
drilled and proven undrilled lands in the Pembina and Willesden Green fields by 
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primary and secondary recovery methods. This amount, without regard to any 
probable additional reserves attributable to new discoveries and extensions of exist- 
ing areas, closely approximates the reserves used in determining the depreciation 
charges. 


During the past year 57 miles of gathering lines were added to the system. 
Significant additions occurred in the Willesden Green field where 15 new batteries 
were connected. These batteries provide production from 85 additional wells, 23 
of which were in the old Alhambra and West Willesden Green fields and the 
remaining 62 were drilled in the new Willesden Green field which effective May 1, 
1961 was combined with the West Willesden Green and Alhambra fields. The pipe 
line serviced the production from 151 wells in this area at the year end. Develop- 
ment drilling in the Pembina field was concentrated in the southeast and northwest 
extremities of the field. To provide service for this new production, connections 
were made to 24 batteries. 


At November 30, 1961, 60% of all field production was being metered into 
the gathering system by automatic custody transfer. This compares with 47% 
metered receipts at November 30, 1960. The increase in metered oil resulted from 
the addition of 29 automatic custody transfer locations during the year, thereby 
increasing the total of these locations to 153 at the year end. The map on the back 
pages of this report indicates the areas in the Pembina field which contain these 
automatic facilities. During the year we proceeded with the automation of the trunk 
line and at the year end the equipment had been received and was being installed. 
When completed, the Main Pump Station and the Calmar Booster Station will be 
remotely controlled from our Edmonton terminal by means of a V.H.F. radio 
communication system. The installation will be completed early in 1962 and after 
the necessary adjustments during a run-in period will be on remote control by 
mid-year. 


As stated in the Interim Report to the Shareholders of July 1961, your Com- 
pany’s subsidiaries, Westalta Products Pipe Line Ltd. and Foothills Pipe Lines Ltd. 
did not receive the permits required to construct the pipe line necessary to trans- 
port the natural gas liquids which they had proposed. Your Company neverthless 
is continuing in its efforts to participate in the growth of the pipe line industry. In 
this regard your Company has joined with Economic Consultant, Dr. Hu Harries, 
and Canadian Pacific Oil and Gas Limited in an application for a permit to con- 
struct a refined petroleum products pipe line in the Province of Alberta. The 
application was presented at a hearing before the Alberta Oil and Gas Conservation 
Board in December and a decision is expected early in the year. 


Your directors wish to formally express their appreciation to the employees 
for their excellent work during the past year which is so necessary for the success 


of your Company. 


By Order of the Board, 


a 


February 2, 1962 President 
Calgary, Alberta. 


Production and Throughputs 1961 


(WITH COMPARATIVE FIGURES FOR 1960) 


FIELD PRODUCTION 


The production from all fields for 1961 amounted to 
table indicates the amount received from each field: 


44,364,000 barrels and the following 


1961 fF 1960 


Poimbing 2s = tt os et alice eae 42,915,000 | 38,672,000 
Keystone 2.222 eee ee ee ee —- : 613,000* 
CaninwOOd we eee eee ee — : 58,000* 
Lobstick jx. oa ee ee eee —  _— _203,000* 
Willesden Green eee ee 1,237,000 754,000 
West -W illesgen Gree it gee eee 70,000** — 
Alhambrar 2a... shah bh hee aor eerie 21,000** 7 —— 
BigOcay sie se ee Se ee et eee ee 121,000 — — 
44,364,000 — 40,300,000 
* Includes production to March |, 1960 after which these Fields were amalgamated with the Pembina Field. 
** Includes production to May I, 1961, after which these Fields were amalgamated with the Willesden Green Field. 


MAIN LINE THROUGHPUTS 


The above noted production was delivered through the trunk line facilities to the following 


delivery points in Edmonton: 


Interprovincial Pipe Line Company __________. 
Trans Mountain Oil Pipe Line Company _____ 


Pesan) Bie lB Ghaavoyiworn — 


Facilities Added in 1961 


Miles of crude oil gathering 
lines constructed 3am = eee ee eee 


Batteniesmavtoniate deena nnn 


New wells\..c2. 2s ee eee 


1961 5 1960 


35,094,000 | 34,835,000 
4,866,000 | 1,077,000 
4,404,000 | 4,388,000 


44,364,000 — 40,300,000 
WILLESDEN 
PEMBINA GREEN TOTAL 
20.) Oi) 57 
24 15 39 
28 1 Pe) 


167 85 232 


Source and Application of Funds 1961 


(WITH COMPARISON FOR PREVIOUS YEARS) 


1961 1960 1959 1958 1957 1956 
SOURCE OF FUNDS: 
ING? GAMING $1,451,529 $ 1,324,154 $1,187,348 $1,002,197 $ 1,095,079 $ 1,102,429 
Depreciation and amortization 1,398,997 1,205,887 1,023,760 922,147 893,056 576,894 
Deferred income taxes 101,966 198,735 VALI 359,015 418,222 475,015 
Debt discount amortized ____ 32,412 32,350 34,146 34,159 21,293 GPP 
Long term debt issued, 
(Less: Discount on debt and 
funds remaining with trustee — 
not withdrawn) _____________ — — — 2,284,588 — 3,081,470 
Withdrawals from trustee _______ — — 740,012 — 1,337,405 — 
Othermitemiss(1e)) = 80 9,617 (3,097) 3,100 2,658 915 
$2,984,984 $ 2,770,743 $3,303,281 $4,602,006 $ 3,767,713 $ 5,254,495 
APPLICATION OF FUNDS: 
Additions to carrier property 
(et) pee ee $1,390,647 $ 1,651,540 $1,716,802 $ 723,914 §$ 5,467,758 $ 6,049,480 
Sinking fund requirements ___ 1,149,500 1,117,000 1,107,762 912,500 857,756 282,744 
Additional operating oil supply — _ — — 148,417 — 
Additional income taxes _____ 3 — 141,980 — — — a 
Investment in wholly owned 
SUDSIG Ian CS meee eee ee — 423,000 100 — ee Be 
Advances to wholly owned 
subsidiaries (net) _.__________ (13,833) (32,120) 69,817 = _ = 
Preferred dividends __....____ 86,692 89,393 94,043 100,000 100,000 100,000 
- $2,613,006 $ 3,390,793 $2,988,524 $1,736,414 $ 6,573,931 $ 6,432,224 
Increase (Decrease) in 
Working Capital = $ 371,978 $ (620,050) $ 314,757 $2,865,592 $(2,806,218) $(1,177,729) 


Working Capital (Deficit) —__. $ (831,197) $(1,203,175)  $ (583,125) $ (897,882) $(3,763,474) $( 957,256) 


PEMBINA PI 


Novembe 


(WITH COMPARATI\ 


ASSETS 
1961 1960 
Fixed assets, at cost: 
Carrier property and equipment _... $29,219,685 $27,878,461 
ess accumulated depreciation |e eee aaenn eee ae 5,611,096 4,300,555 
23,608,589 23,571,906 
Operating o1lstipply, 2s aia eee eee Cee Or oe 482,191 482,191 
24,090,780 24,060,097 
Investment in shares and advances to wholly-owned 
subsidiary cOmpanies: 
Investment insshares—— at: cost a 23,600 423,100 
UA AVANCES = eee Ee ee a oe ee Oe 22,863 37,697 
46,463 460,797 
Current assets: 
GT) | OR Lae a ee ee en NE NON A aon Res Ae ek eee 441,528 243,968 
Accounts receivable: 
AS 6  2) Oy og sane A Mr Pen ne) eh BA eres) 2 Speyer il) 520,027 
CET TS i aw BA any ae 9) Loy SRT 30,340 14,337 
Materials: and SuUpplles. fat COSt ee eee sme = ee eee 78,236 92,022 
Deposits and) prepatdsex penses sass samen ee ee ee EAS ei 34,434 
FV OtaleCurrent aSSet See eee ee ee La g.057 904,788 
Deferred charges: 
Unamortized discount on tunded debt 2 =) saan 201,287 2335119 
Organizationres PenSeS Caer = eee ee ee ee 3,656 3,656 
204,943 237,435 
Goodwill and other intangibles less amounts 
WHItte ny MO Lies ea est ed a cei em a 775,890 814,922 
$26,255,733 | $26,478,039 


The accompanying notes form an: 
This is the balance sheet referred to in the report of Peat, Marv 


EH LINE LTD. 


30, 1961 


GURES FOR 1960) 


LIABILITIES 


1961 1960 
Funded debt, less current maturities (Note 1) _..- $11,936,500 $13,087,000 
Current liabilities: 
Ducstoroank. denandsloan 2 oe ee ee — 375,000 
Accounts payable and accrued charges 228,990 340,539 
Interest accrued ontunded debt, net .. = 255,649 278,493 
Sinking fund payments due within one year, less bonds, 
debentures and preferred shares held by the company ___- 624,850 602,609 


Dividends payable on preferred shares, net ___.._.__- = 21,254 22426 


Income taxes payable, estimated, less payments __..____ 838,111 489,196 
otaly Currents liabilities mae ann 1,968,854 2,107,963 
Metemectataxessonmincome "(NOE ) 2 ee ee ee Ded 323 2,149,357 
Shareholders’ equity: 
Capital stock: 
5% cumulative redeemable first preferred shares 
of a par value of $50.00 each. Authorized 
60,000 shares; issued 40,000 shares _ 2,000,000 2,000,000 
Less shares redeemed — 1961 4,500 shares; 
UO GOMES OOO SSN an CS Wee ee can Fry et eee AR 225,000 150,000 
1,775,000 1,850,000 
Less sinking fund payment due within one year ______ 75,000 75,000 
1,700,000 1,775,000 
Common shares of a par value of $1.25 each. 
Authorized 4,000,000 shares; issued — 1961 
1,608,932 shares; 1960 1,600,572 shares (Note 4) _- 2,011,165 2,000,715 
BA LOO Ch /Tieet i ts) 
Capitaleredenip tome resel ye LTC) secre ene mee ee 225,000 150,000 
BAEC S00 PS aaa a Ee ee 70,832 5,285 
Retained ucatninces CNOLG, )))ijeee ee ee eee ees 6,092,056 552023719 
10,099,056 9°133,719 
$26,478,039 


ral part of the financial statements. 
Mitchell & Co., Chartered Accountants, dated January 4, 1962. 


$26,255,733 


Statement of Earnings 
Year ended November 30, 1961 


(WITH COMPARATIVE FIGURES FOR 1960) 


1961 § 1960 


Revenue from pipe line operations $6,730,857 | $5,974,488 

Expenses: : 
Operates coe ag 52 een at we 1,805,024 | 1,499,894 
Ditectors”  feespte. «ne Meas se a eS ee 4,800 B 4,750 
Depreciation and «amortization seme eee 1,398,997 5 1,205,887 
3,208,821 ff 2,710,531 
Net earnings from operations ___________________- 322,030 i: 37263,951 

Miscellaneous charges, net: : 
Interést: onpfunded| debts] 2 = eee ee eee 629,952 682,746 
Amortization of discount on funded debt _. 32,412 : 525350 
662,364 715,096 
Deduct profit on sinking fund operations _________»_______ 45,705 § 58,649 
616,659 656,447 
Net earnings before taxes on income _________ 2.905.377) : 2.0072 510) 

Taxes on income: 

Guttents year“. ee eee P35 15882 1,084,621 
Futore:years (Note?) 22222 eee eee 101,966 & 198,735 


1,453,848 § 1,283,356 
pete ec oe. 
BNE US Garin 5 eee ep $1,451,529 @ $1,324,154 


Statement of Retained Earnings 
Year ended November 30, 1961 


Balance-atNevemiber 305619 GU) seamen eet eee ee $5,202,719 
Add net earnings year ended November 30, 1961 1,451,529 
6,654,248 
Deduct: 
Dividend paid on 5% cumulative redeemable 
hrstpreterred shares Besse ee eee a $ 86,692 
Transfer to capital redemption reserve fund 75,000 
Write off of cost of shares in subsidiary company 400,500 S02, 192 
BalancesatsNovember 30 7196) Seer eee ee eee eee $6,092,056 


The accompanying notes form an integral part of the financial statements. 


Statement of Capital Redemption Reserve Fund 


Year ended November 30, 1961 


balanccest ss NOVempers 3001060 2... ee eS en ee $ 150,000 
Add transfer from retained earnings re redemption 

ee HOLT CU as AC See ge eee ee sae oar ee ee ieee BE sl 75,000 
Dalancerinovembers0, 1961s) ten. ee $ 225,000 

Statement of Paid-in Surplus 
Year ended November 30, 1961 

BaqencerabeN@vemOer 50. 1960) 2) a5. eee et ee $ 5,285 
Add excess of par value of 6% convertible sinking fund 

debentures converted over par value of common shares 

es EG MENON (a) mt pes RE ne pe et Sole 65,550 
IbalancerttnOvemberg 500196) 2. 2. cee a ee es $ 70,835 


The accompanying notes form an integral part of the financial statements. 


STATEMENT IN ACCORDANCE WITH SECTION 122(6) OF THE COMPANIES ACT (ALBERTA) 


The company’s active subsidiaries had a loss during the current year as follows: 


One subsidiary company has minor assets and liabilities. Its operations from inception to 
November 30, 1961 resulted in retained earnings of $9,184 (after deducting a loss of $12,309 
for the current year) which have not been reflected in the accounts of the parent company. 


One subsidiary company has substantially no assets or liabilities and during the year 
wrote off deferred expenses of $400,500 which were incurred in a prior year; this has been 
reflected in the accounts of the parent company by writing off the cost of the shares of the 
subsidiary company by a charge of $400,500 to retained earnings. 


Director 


Director 


10 


Notes to Financial Statements 
November 30, 1961 


1961 1960 
Funded debt: 
First mortgage bonds: 
4%4% serial bonds, series “A”: 
Authorized and issued (maturing as to $400,000 . 
Ons Decemberm leer e ac hiny call) meee ea eae eee aan et een $ 3,500,000 = $ 3,500,000 
IWS, ims leeroaeye! yore) write) 1,500,000 1,100,000 
2,000,000 2,400,000 


4%.% 17-year bonds, series “A”, due December 1, 1971: 


FATTTORIZEO A TIOS LSSUCG eee ee ee ie ee en Fee ee 4,000,000 4,000,000 
WESSHEEGEGIMEG ana nCaATICel cl mere ee ne eee eae ea at ee 916,000 741,000 


3,084,000 3,259,000 


4% % bonds, series ““B”, due October 1, 1973: 
Authorized “and: iSSu Gc Meee re ee ee eee — 3,125,000 3,125,000 


Less redeemed and cancelled 873,000 685,000 
2,252,000 2,440,000 
6% bonds, series “C’’, due December 1, 1974: 
PUL OTIZe Cige\ta Cs SS UC Cee ee ee 2,400,000 ] 2,400,000 
HESS TEASER Gita T1 CCA TLC ll C Clearer eu nn ge 284,000 142,000 
2,116,000 2,258,000 
9,452,000 10,357,000 
Debentures: 
5% sinking fund debentures, series “A”, due December 1, 1972: 
‘Authorized ane 16S @ Glee ieee cere en ate eee ee re eee ee 2,000,000 2,000,000 
less redeemed iandscancelled: === ee ee ee eee 365,500 289,000 
1,634,500 1,711,000 
5% convertible sinking fund debentures, series “B”, due October 1, 1974 
(conversion privilege expired October 1, 1960): 
AUthOrized CAI: TSS UG Cl tees aes ree ec ae ee ee 1,400,000 1,400,000 
Less converted into common stock and redeemed and cancelled _...__.. 119,000 53,000 
1,281,000 : 1,347,000 
6% convertible sinking fund debentures, series 
“C”’, due December 1, 1975 (Note 4): 
Authorized sandtiSsu Cd sate ee ee ee eee ee 720,000 720,000 
LESSECONVELteEG MIN LORCOMMINIOII CS UC Cc 78,000 2,000 
642,000 718,000 
3,557,500 3,776,000 
Totals funded eb tamer. cee ce eee ee eee tee ere S eee ee! 13,009,500 14,133,000 
Less’ sinking fund’ payments due within one year=_- 1,073,000 1,046,000 
Kunded tdebtplessseurren tra Cutl C1 es eeeeeeeneeeeee $11,936,500 Ee $13,087,000 


In accordance with certain regulations under the Income Tax Act the company is permitted to claim deprecia- 
tion at maximum rates for tax purposes without charging such depreciation in its accounts. Accordingly tem- 
porary tax savings of $2,251,323 have been effected (of which $101,966 is applicable to the current year) and 
have been treated in the accounts as a charge against earnings and a credit to deferred taxes on income. 


The company may at its option redeem the whole or any part of the 5% cumulative redeemable first preferred 
shares on not less than 30 days’ notice at par value plus a premium of 4%4% to December 1, 1962 and thereafter 
at a reducing premium to December 1, 1972, after which no premium is payable upon redemption. 


The 6% convertible sinking fund debentures, series “C’”, carry a conversion privilege exercisable on or before 
December 1, 1965 entitling the holders thereof to exchange each $500 principal amount of said debentures for 
59 common shares of the company. During the year ended November 30, 1961 debentures having a par value of 
$76,000 were exchanged for 8,360 common shares. The proceeds were credited in the amount of $10,450 to capital 
stock and $65,550 to paid-in surplus. 


The trust deeds securing the first mortgage bonds and the debentures place certain restrictions upon the pay- 


ment of dividends on the common shares of the company and upon the redemption or repayment of any capital 
stock. 


PEAT, MaRwickK, MITCHELL & Co. 
CHARTERED ACCOUNTANTS 


ROOM 508 
300 EIGHTH AVENUE WEST 
CALGARY, ALBERTA 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of Pembina Pipe Line Ltd. as of 
November 30, 1961 and the statements of earnings, retained earnings, 
capital redemption reserve fund and paid-in surplus for the year ended on 
that date and have obtained all the information and explanations we have 
required. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting 


evidence as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the 
explanations given to us and as shown by the books of the company, the 
accompanying balance sheet and statements of earnings, retained earn- 
ings, capital redemption reserve fund and paid-in surplus are properly 
drawn up so as to exhibit a true and correct view of the state of the affairs 
of the company at November 30, 1961 and the results of its operations for 
the year ended on that date, in accordance with generally accepted ac- 
counting principles applied on a basis consistent with that of the preceding 


year. 


Pi ose: Narnek, ithe t be 


CHARTERED ACCOUNTANTS 


Calgary, Alberta 
January 4, 1962 
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PENMBINA PIPE LINE LTD. 


Pembina Field Gathering System 


Areas Served by Automatic Custody Transfer 
Nov. 30th, 1961 


